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INDEPENDENT AUDITORS' REPORT

Report on the Financial Statements

neplecpcont We have audited the accompanying financial statements of the govemmental
activities, the business-type activities, each major fund, and the aggregate remaining

Salisbury fund information of the Town of Berlin, Maryland as of and for the year ended June

1801 Sweerar Darvk 30, 2013, and the velated notes to the financial statements, which collectively
RO Box 72 comprise the Town of Berlin, Maryland’s basic financial statements as listed in the

Sapispury, MD 21803
Tz 4140.546.5600

table of contents.

Fax: 410.598.9576 Management’s Responsibility for the Financial Statemenis
Management is responsible for the preparation and fair presentation of these
Ocean City financial statements in accordance with accounting principles generally accepted in
12308 Gupast Garpway, Usir 25 the United States of America; this includes the design, implementation, and
Ocran Gy, MD 21842 maintenance of internal control relevant to the preparation and fair presentation of
Tr1: 310.213.7183 financial statements that are free from material misstatement, whether due to fraud or
Fax: 410.203.7638 erTot.

Aurditor’s Responsibility

143 St Rea ‘i‘:ef Our responsibility is to express opinions on tt}ese ﬁl}alncial statements based
s, DA 19958 on our audit. We conducted our audit in accordance with auditing standards generally

s 302.645.5757 accepted in the United States of America and the standards applicable to financial

Fax: 202,643,757 audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the

audit to obtain reasonable assurance about whether the financial statements are free

MesaersoF: from material misstatement.
AstrRteas Ins 1117 OF An audit involves performing procedures to obtain audit evidence about the
Cerrrnn Puntic Accarxtaas amounts and disclosures in the financial statements. The procedures selected depend
on the auditor’s judgment, including the assessment of the risks of materiai
AManveaxn Assoclarioy of misstatement of the fnancial stalements, whether due to fraud or error. In making

CEled 16100 PURLIC ACCOUNFANTS ) . . ; X o
those risk assessments, the auditor considers intemal coatrol relevant to the entity's

preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

IRl AwWARE SOCIETY OF
Craet 1210 PonLse ACCOURTANTS

PXF BT RNATIONAL

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinions.




Opinions

In our opinion, the financial statements referred to above present fairly, in all malerial respects,
the respective financial position of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fand information of the Town of Berlin, Maryland, as of June 30,
2013, and the respective changes in financial position, and, where applicable, cash flows thereof for the
year then ended in accordance with accounting principles generally accepted in the United States of

America.
Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information on pages 3 through 9 and
page 40 be presented 1o supplement the basic financial statements. Such information, although not a part
of the basic financial statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate aperational, economic, or historical context. We have applied certain limited procedures to
the required suppiementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of preparing the
snformation and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial siatements, We do not express an opinion or provide any assurance oit the information because
the limited procedures de not provide us with sufficient evidence to express an opinion or provide any

assurance.
Other Reporting Required by Government Aunditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
November 4, 2013, on our consideration of the Town of Berlin, Maryland's internal control over financial
reporting and on our tests of its compliance with cerfain provisions of laws, regulations, contracts, and
gran agrecments and other matiers. The purpose of that report is o describe the scope of our testing of
infernal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on interal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards in considering the Town of
Berlin, Maryland’s internal control over financial reporting and compliance.

PXS + 59%3,%’3 0.

CERTIFIED PUBLIC ACCOUNTANTS

Salisbury, Maryland
November 4, 2013
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TOWN OF BERLIN, MARYLAND
MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30,2013

This section of the Town of Berlin, Maryland's (the “Town™) annual report presents our
discussion and analysis of the Town’s financial performance during the fiscal year that ended on June 30.
2013, Please read it in conjunction with the Town’s financial statements, which follow this section.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of four financial parts - managemert ‘s discnssion and analysis (this
section). the husic financial siatemens, required supplementary information, and an optional section that
presents schedules of revenues and expenses. The basic financial statements include two kinds of
statements that present different views of the Town:

e The Frsi two statements are govermment-wide finuncial siaiements that provide both Jong-term and
shori-term information about the Town’s overall financial status.

¢ The remaining statements are finmd financial statements that focus on individual parts of the Town,
reporting the Town's operations in more detait than the Government-wide financial statements.

— The governmental funds statements tell how general government services like general government,
public safety, public works, parks, recreation, culture, and community development were financed
inn the short term as well as what remains for future spending.

—  Proprictary fund statements offer short- and long-term financia) information about the activitics
the governmenl operates like buvinesses, such as the electric depariment. the water and sewer
system, and the stormwater systemn.

The financia) statements also include notes that explain some of the information in the fmancial
statements and provide more detailed data.  The stalements are followed by a section of regiired
supplementary information that further explains and supports the information in the financial statements,
tn addition to these required elements. we have included schedules of sefected revenues and expenditures.

Government-wide [nancial stalemenls

The government-wide statements repoit information about the Town as a whole using accounting
methods similar to those used by private-sector companies. The statement of net position includes a/f of
the government’s asscts and labilities. All of the current year’s revenues and expenses are accounted lor in
the statement of activities rezardless of when cash is received or paid.

‘The two government-wide statements report the Town’s sef position and how it has changed. Net
position  the dillerence between the Town's asscts aid Habilities - is one way to measure the Town’s
financial health, or position. Over time. increases or decreases in the Town's net assets are an indicator of
whether its linancial health is improving or deterforating. respectively. To assess ihe overall health of the
Town you need to consider additional nonfinancial tactors such as changes in the property tax base and the
condition of the Town's roads and electric. water, and sewer sy stems.

The poverninent-wide financial stutements are divided into two categories:

s Covermeentad activities - Most of the Town's basie services are included here, such as
the legislative and executive governmeni. {inance administration, police, fire, public
works. parks, and community development. Properly faxes and state and federal grants
fingnece most of these activitics,
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s Business-type uctivities — The Town charges fees to customers to help it cover the costs
of certain services it provides. The Town’s electric, water, sewer, and stormwater
departiments are included here.

Fund financial statemenis

The fund financial statements provide more defailed information about the Town's most

significant finds - not the Town as a whole. Funds are accounting devices that the Town uses o keep track
of gpecific sources of funding and spending for particular purposes. The Town has two kinds of funds:

Govermnental jinds — Most of the Town's basic services are included in governmental funds
which focus on {1} how cush and other financial assets that can readily be converted to cash flow
in and out and (2) the balances left at year-end that are available for spending. Consequently, the
sovernmental funds statements provide a detailed short-ferni view that helps you determine
whether there are more or fewer tinancial resources that can be spent in the near future to finance
the Town’s programs, Because this information does not encompass the additional fong-term
focus of the government-wide financial statements, we provide additional information at the
bottom of the governmental funds statement, or on the subsequent page. that esplains the
relationship {or differences) between them,

Proprietary firnds — Services for which the Town charges customers a fee are generally reported in
propeietary funds. Proprietary funds, fike the government-wide financial statements, provide both
long- and short-term fisancial information, In fact, the Town’s enterprise finds are the same as its
business-type activities, but provide more detail and additional information, sucl as cash flows.

FINANCIAL ANALYSIS OF THE TOWN AS A WHOLE

‘The Fown's combined net position at June 30, 2013 was $31,194,000. Of this total, $22,617,600

is tnvested in capital assets and $1.605,000 is restricted which leaves an unrestricted batance of $6,972,000.
The ‘l'own’s net position increased $1,713,000 or 6% over last year. The tables below show key financial
information in a condensed format for the current year.

Table )
Town of Berlin, Maryland's Net Position
tin thousands of dollurs

Governmental Business-type
Activities Activities Total
2013 2012 2013 2012 2013 2042
Current and other assels 3 7533 § 1318 § 451§ 4671 § RO S 12489
Capital assels 4.837 4.631 38.991 35.660 43,828 40291
“Total assets 12,370 12149 43,502 40331 35371 3780
Lang-term Habilitics 1.376 2231 i) A H 19216 22804 3437
Other liabilities 242 2 1.612 1.637 1.834 1.861
‘Forat ligbilities 1818 245 12300 20,833 467 13,298
Net position
fmvested in capital assels,
et of reluted debt 3408 2538 19.200 17.646 MAl7 20084
Restricted 07 383 1398 1319 1.60% [.302
Unrestrictedt (deficity 6,937 7083 R 513 6972 7506

Total net position 3 10.332 5 10.004 § 20642 8 19478 $ L1943 29482
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Guoyermmnental activities

Net position for the Town's govermmentl activities increased $8-49.000 during the fscal year
gprior to transfers of S300.000).  The primary reasons for this increuse mirror those highlighted in the
following unalysis of the Governmental Funds.

Business-type activities

During the fiscal year, the Town's net pesition for business-type activities increased $1.1635,000.
Because the change in net position for the Enterprise Funds is an aggrepate, for purposes of this
management discussion and analysis, Electric, Water, Sewer, and Stormwater funds will be addressed
individually below.

The Electric Fund had an operating income of $685,000 and a total increase in net position of
$438.000 compared 10 net increase of $54.000 Jast year.

fn August 2009 and continuing through June 30, 2013, the Fown retained Booth & Associutes o
assist in evaluating the needs at the electric department, both operationally and financially. Operation
recommendations covered the power plant and distribution system facilities, equipment, vehicles, and
staffing. The financial recommendations addressed three major areas; base rates, power cost adjustment,
and power use management, [n November, 2012, the Maryland Public Services Commission approved the

Town's request for an 11.5% decrease in the Town’s non-residentiaf eleciric rates,

Revenues were up 8% from last year primarily from the Town entering into mujtiple purchase
power agreements in June 2011 and February 2012, These new agreemerits helped to reduce the PCA Rate,
It should be noted that revenues in a given fiscal year are not 4 true representation of kilowatts sold in that
same fiscal year because you are always recovering power costs from priar years.

Operating expenses were up from last year by $157.000 or 3%. Purchased power increased 13%.
purchased power is the wholesale price of electric power that is resold (o ratepayers through a Power Cost
Adjustment {PCA) factor. Wholesale power is forecast for a twelve month period and then adjusted to the
actual number in December of each year known as the Actual Cost Adjustment ("ACA™)

‘The Water Fund had an operating loss of $24,000 and a total increase in nel position of $32,000
compared to a net increase last year of $144,000, Revenues decreased $6,000 over last year with a $22.000
increase in expenses due mainly to increases in supplies and operating costs, contracted services and
insurance.

The Sewer Fund had an operating loss of $993.000 and a total increase in net position of $290,000
compared to an increase in net position last year of $2.859.000, Total revenues increased $97,000 due 1o
increases in charges for services and hauler fees. Capital grants of $1.498,000 were received in 2013
compared to 33,634,600 received in 2012

Operating expenses inereased $471.000 due o thereases in supplies and operating expenses.
contratel services. and repairs and maintenance related 1o the wastewater treatment plant upgrade and spray
sile projects.

During the year ended June 30, 2013, the Town cstablished a new Stormwater utifity fund. User
fees will be charged beginning July 12013
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. Public safely enpenditures decreased dite o a deervase in Tunding of the ambulanee
depariment,

. Dbt service costs increased due to the pay oV ol two honds.

* Caphul outhy expenses included SE2.000 for sidewalks und street paving.

BUDGETARY HIGHLIGHTS

The most stunifeant chinges oceurred in dwe follow ing areas:
Over the vourse of the year, the Fown Couneil revised the general fund budget provide funding
t the newly crented stormwater tuid, Budgeted revenues nd expenses were increased s lllows:

s Contribuiion to stormsuter fund $ 300000

¢ Reduction of contingency expense $ 300,000

CAPITAL ASSETS AND LONG-TERM DEBT ACTIVITY

At the el ol the Tisva) sein. e Tosa bad $13,828.000. net of uecimndited depreciation, invested
it o bronsd range of vapirad assets,

Inhde 3
fonat o Borlinn, Maes Eind's Nt Capitad Assels
fo thagesernds of doliarsi

FINANCIAL ANALYSIS OF THE TOWN'S FUNDS

As of Jue 30, 2013 the Towi's governmental funds reported a combined Tund babiee of
$7,088.000. This is a $50.000 decrease in fund balanee (prior 1o fransters out of SINH,000) conmpared to a
1,193,000 increase last veur, e priman reasons for the deerease include:

Revenoes decrensed from the prior vear by S252,000 or %0, Property tines deerensed due 1o
deerease Inthe real property tax rate and a decrease in eorponate property ses,

Along with the devrease in resenues, the Town experienced an increise in eapenditures of 7a.

iy et Phnirtess-s
Acfivities 0 Actisitiex _ T'ot!

0l K MK Wil 3003
1ok b} L78y 1,785 08 Lo % AE81 0y ARIS % Sand
Infistslreiire k% R RE 48072 4R.754 52,713 31w
Hinlding an | aupressennsnmix Y it 0s" 652 [ a1l ;.54
{ eapin k! Bui 120 2482 ALY KA
A el bes {20 1213 L27 1.232 AN i
bansELcHon 1 progiess R i AN 17 TRAT 3287
1 easwonnidated depreciiion [RALIXT) {1.30Y8) (2,817 {13013 133,754 135,581

fotad % LYY % Lot & a9 % dsaan 8 L3RI % ML
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P lyis years nujor capitl asset additions fhefuded:

Croyernmestad activitivs
¢ Eaersy lticient windows, doors, and new gatters
: e Varlsus camputer egaipiment
»  Tactical annwr for polive departimeny
e Sidewalbhs and street paving
*  Iwonew schicles

Susiness-1y pe aetivities
s Strect light Nisures

s
: s Storpe shed ind overhead garape dours
o Four pichup trucks, two wility vehicles, Bobeat shid foader, ind dump ruch

i s Vurious msintentee and congpeter equipimenl
! o Completion of wastewater treatnent plant
: «  Cunstruction in progress for phase Land [ ol spray irrigation project
i
i
: Long:terny debt
; )
, Al the end of the tiseal year, the Town Dad $23:015,000 in generad obfigation bonds pisable,
i
i -
~ Fable |
: Town of Berdin, My lnd's Ouistanding Debt
' tin howsamds of dultarsy

Cions ernmentad Business-fy pe ()

Aglivilies Actisitivs 7 folal Percentau
2013 2002 M3 C0)2 LR 2 Change

General obligtionbonds— § 1430 S 2093 $ 31985 § 19917 SMHS 0 S0 i
{ Total $R410 S 2093 S 2085 S a7 S NS S 400 "
i ,
[
j I3
1 New debt was Jssued during the fiscal year tor phases Fand 11 ol the spray irrigation project and
‘ for witter amd sewer lines o Roue 818,
:
. CURRENTLY RNOWN FACTS, DECISIONS, QR CONDITHONS
; fhe Yown b in the process of cousiructing o adeditional spray site. Phase ol the projeet Wit
! Comntaue i Bt din b coitey Uahe old speis site amdafie gew one Phase 1 s complete and was Hiieed

with grats and loans Trom the TS, Department of Agrieafture. Phase 11 s estinsted 1o gost §3.300.000
: and s tes consteget the new spray site, This pliase is being Tmded with hoaes sad et from the M land
Department ol the Fivivoument and a Connuunity Development Block Graat. As o e 31, 2013, pliase
11 was substantially complete.




During the fiscal year, the Town esiablished a new stormwater utility depariment. The
department will be funded through a flat fee based upon Equivalent Residential Units (ERU) beginning
| July £, 2013, In addition, the general fund will contribute $300,000 per year, The Town is also pursuing
il obtaining outside loan and grant funds to pay for planned stormwater projects.

oo

! The Town is taking all reasonable measures to monitor and control expenditures.

REQUESTS FOR INFORMATION

i

i aqay = - 1 * L] 13 . - » - .

/ T'his financial report is designed to provide a general overview of the Town’s finances for all those
i with an interest in the government's finances, Questions concerning any of the information provided in this
: report or requests for additional information should be addressed to the Town of Berlin, Muaryland, 10
L William Street, Berlin, Maryland 21811,

i

!

i

;

}

H

s

i

i

i

{

k

i

i

|

ES

[ opovere ey -

a2

L e i e




TOWN OF BERLIN, MARYLAND

STATEMENT OF NET POSITION

JUNE 30, 2013

ASSETS
Curren{ assels
Cash
Pooled cash and investiments
Taxes receivable
Accounts receivable, net
Internal balances
Due trom other governments
lnventories
‘Fotal current assets
Noncurrent assets
Restricted cash
Deferred charges, net of accumulated amortization
Capital assets, nef of accumulated depreciation
Total noncurrent assets
Total assets

LIABILITIES
Current Habilities
Accounts payable and accrued expenses
Accrued compensated absences
Accrued interest payable
Customer deposils
Current portion of long-term debt
Deferred revenue
Total current liabilities
Noncurrent liabilities
Bunds payuble
Acerued compensated absences
| otai noncurrent Habilities
Total iabilities
NET POSITION
Invested in capital assets, net of related debt
Restricted
Unrestricted
Total net position

Governmental Business-type
Activities Activities Total

3 610,155 3 1,289,877 1,900,032
4,600,283 1,405,378 6,005,601
242,142 ' 242,142
67,127 1,621,777 1,688,904

1,687,822 (1,687,822
116,370 125,005 241375
182,019 182,019
7,323,899 2,936,234 10,260,133
207,445 1.398.323 1,605,768
1,904 176,746 178.650
4,837,027 38,990,831 43 827,858
5,046,376 40,565,900 45,612,276
12,370,275 43,502,134 55,872,409
182,766 527,688 710,454
17,924 21,583 39,507
5,665 133,571 139,236
98,760 98,760
15,136 813,601 828.797
20,815 16,605 37.420
242,306 1,611,868 1.854.174
LA14,409 25171340 32585949
161,320 76,133 337453
1,575,729 21,247,673 2382502
1.818.035 22,859,541 246775760
3,407,482 19,209,869 22.617.351
207445 1,398,323 1.605.768
6.937.313 34,401 6971714
5 10352240 £ 20,642,593 311940833

The accompanying notes are an integral part of these financial statentents.

10
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TOWN OF BERLIN, MARYLAND

BALANCE SHEET
GOVERNMENTAL FUNDS

JUNE 30,2013
Special Total
General Revenue Governmental
Fund Fund Funds
ASSETS
Cash and cash equivalents $ 590,779 3 19,376 3 610,155
Povled cash and investments 4,600,283 4,600,283
Taxes reccivable 242,151 242,151
Accounts and notes receivable, net 67,127 67,127
Due from other governments 115,581 780 116,370
Due from other funds 1,687,823 1,687,823
Restricted cash 207,445 207,445
Total assets $ 7,511,189 3 20,165 $ 7,531,354
LIABILITIES AND FUND BALANCES
Liabilities
Accounts payable 3 178,828 5 h3 173.828
Accrued expenses 21,872 21872
Deferred revenue 222,354 20,630 242 984
Total liabilities 423,054 20,630 443 684
Fund balances

Restricted 793 793
Comunitted 206,652 206,652
Assigned 363,217 363,217
Unassigned (deficit) 6,517,473 (463) 6,517,008
Total fund balance (deficit) 7,088,135 (463) 7.087.670
Total Liabilities and fund balances $  7.511,189 $ 20,165 $ 7,531,354

‘The accompanying notes are an infegral part of these financial statements.
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TOWN OF BERLIN, MARYLAND

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION

JUNE 30, 2013

Total fund balances, governmental funds $ 7,087,670

Amounts reported for governmental activities in the statement of net position
are different because:

Capital assets used in governmental activities are not financial resources and are
therefore not reported in the fund financial statements, but are reported in the
governmental activities of the Statement of Net Position. 4,837,027

Governmental funds report bond isshance costs as an expenditure. In contrast,
the Statement of Activities treats such costs as an asset and amortizes them
over the term of the debt. 1,904

Certain revenues that do not provide current financial resources are reported as
deferred income in the fund financial statements, but are reported as revenue in the
governmental activities of the Statement of Net Position. 222,169

Some liabilities including notes payable, and accrued compensated

absences are not due and payable in the current period and therefore are not reported

in the fund financial statements, but are included in the governmental activities in the

Statement of Net Position. {1,596,530)

5

Net position of governmental activities 10,552,240

The accompanying notes are an integral part of these financial statements.
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TOWN OF BERLIN, MARYLAND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

YEAR ENDED JUNE 30, 2013

Revenucs
Taxes
Licenses and permits
Intergovernmental revenues
Service charges
Impact fees
Earnings on investments
Miscellaneous

Total revenues

Expenditures

Current
General government
Public safety
Public works
Planning and economic development
Recreation and parks

Debt service

Capital outlay

Total expenditures

Excess of revenues over (under) expenditures
Other financing sources (uses)
Transfers out

Net change in fund balance

Fund balance (deficit), beginning of year,
as restated

Fund balance (deficit), end of ycar

‘The accompanying notes are an integral part of these financial statements.

Special Total
General Revenue Governmental
Fund Fund Funds

$ 3,390,839 3 $ 3,390,839
173,906 173,906
863,490 8,970 872,460
655,583 655,583
4,000 4,000
79,972 79,972
21,798 21,798
5,189,588 8,970 5,198,558
1,392,519 1,392,519
1,317,453 8,246 1,325,699
828,591 828,591
306,023 306,023
51,579 51,579
761,137 761,137
583,004 583,004
5,240,306 8,246 5,248,552
(50,718} 724 (49,594)
(300,000) {300,000}
(350,718} 724 {349,994}
7,438,853 {1,189) 7437664
$ 7,088,135 $ {465) $ 7,087,670
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TOWN OF BERLIN, MARYLAND

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2013

Net change in fund balances, governmental funds 5 (349,994)

Amounts reported for governmental activities in the statement of activities
are different because:
Governmental funds report capital outlays as expenditures. However, in the Statement
of Activities, the cost of those assets is allocated over their estimated usefut lives and
reported as depreciation expense. This is the amount by which capital outlays
($583,004) exceeded depreciation ($372,458) in the current period. 210,546

In the Statement of Activities, the gain or loss on the disposal of capital assets is

reported, whereas in the governmental funds, the proceeds from the sale increase

financial resources. Thus, the change in net assets differs from the change in fund

halances by the book value of the assets sold. (4,357)

Some expenses reported in the statements of activities do not require the use of
current financial resources and these are not reported as expenditures in
governmental funds:

Change in accrued interest payable 476
Change in bond issuance costs ' (395)
Change in long-term compensated absences {18,173)

Govemmental funds do not present revenues that are not available to pay current
obligations. In contrast, such revenues are reported in the Statement of Activities
when eamned:
Change in deferred revenue 47,381

Governmental funds report repayment of debt principal as an expenditure. In
contrast, the Statement of Activities treats such repayments as a reduction in

long-term liabilities. 603,245
Change in net position of governmental activities 3 548,729

The accompanying notes are an integral part of these financial statements.
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TOWN OF BERLIN, MARYLAND

STATEMENT OF NET POSITION
PROPRIETARY FUNDS

JUNE 30, 2013

Eleciric Water Sewer Stormwaier
ASSETS Fund Fund Fund Fund Total
Current assets
Cash 3 $ $ 1,289,877 $ 1,289,877
Pooled cash and investments 1,302,449 102,929 1,405,378
Accounis receivable, net of allowance 664,545 208,005 733,957 15,180 1,621,777
Due from other governments 125,005 125,005
Inventory 172,863 7,749 1,387 182,019
Total current assets 2,139,877 215,844 2,025,221 243,114 4,624,056
Noncurrent assets
Restricted cash 1,066,678 331,645 1,398,323
Deferred charges, net of accumulated
amortization 139,245 4,705 32,796 176,746
Capital assets, net of accumulated .
depreciation 6,167,172 2,127,105 30,516,022 180,532 38,990,831
Total noncurrent assets 6,306,417 3,198,488 30,880,463 180,532 40,565,900
Total assets 8,446,294 3,414,332 32,905,684 423,646 45,189,956
L{IABILITIES
Current ligbilities
Accounts payable and accrued expenses 253,130 28,748 243,136 2,674 527,688
Accrued compensated absences 10,875 6,310 4,398 21,583
Accrued interest payable 28,886 4,663 100,022 133,571
Customer deposits 98,760 98,760
Current portion of long-term debt 478,380 10,913 324,368 813.661
Due o other funds 194,298 1,493,524 1,687,822
Deferred revenue 16,605 10,605
Total current liabilities 870,031 244932 2,165,448 19,279 3,299,690
Nancurrent liabilities
Bonds payable 6,128,899 580,035 14,462,600 21,171,540
Accrued compensated absences 30,188 18,930 27,015 76,133
Total noncurrent Habilities 6,159,087 508,965 14,439,621 21,247,673
Total liabilities 7.029,118 843,897 16,655.009 19.279 24,547,303
NET POSITION
invested in capital assets,
net of related debi 1,764,132 1,536,157 13,729,048 180.332 19.209.869
Restricted for capital projects 1.066.678 331.645 [IRD SRR
Unrestricted (deficit) (346,956} (32,400) 189,922 223,835 RERLY
Total net position $ 1417176 % 2,570,435 3 16,250,615 404367 % 20,642,393

The accompanying notes are un integral part of these financial statenments.
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TOWN OF BERLIN, MARYLAND

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
PROPRIETARY FUNDS

YEAR ENDED JUNE 30, 2013

Eleciric Water Sewer Stormwater
Fund Fund Fund Fund Total
Revenues
Service charges $ 5823279 % 615,973 § 1,422,823 8 § 7,862,075
Sales and services 40,974 9,804 3,779 54,537
Hauler fees §1,010 $1,010
Interest on delinquent accounts 40,097 10,299 20,935 71,331
miscellaneous 2,010 58,597 2,874 63,481
Total revenues 3,906,360 694,673 1,531,421 8,132,454
FExpenses
Purchased power 3,133,262 3,133.262
Personnel expenses 610,204 310,531 580,428 1,501,163
Supplies and operating 373,216 145,703 401,443 1,069 921,431
Professional services 193,817 2,803 18,527 215,147
Contracted services 51,717 24,162 35,872 30,037 141,788
Insurance 15,316 5,910 13,550 34,7176
Repairs and maintenance 25,841 15,865 39,777 81,483
Depreciation and amortization 481,579 123,004 1,287,145 1,891,728
General overhead 336,240 93,560 163,170 592,970
Total expenses 5,221,192 718,735 2,524,188 49,633 §.513,748
Operating income {loss) 685,168 (24,062} (992,767) (49,633 {381,294
Nonoperating revenuss (expenses) _
Capital grants 55,000 1,498,120 154,000 1,707,120
interest income 1,039 1,577 2.616
interest expense (251,063} {13.407) (250,589) {515,059)
Gain (loss) on disposal of assets 3,805 (2,642) 1,163
Met nonoperating
revenues (expenses) {247,258) 42,632 1,246,466 154,000 1,195,840
Income before contributions
and transfers 437910 18,370 253,699 104367 814546
Transfers in 300,000 300000
Capital contributions - special
connection fees 13,275 36,783 30.058
Change in net position 437910 31,845 290,482 404,367 1.i6d.otid
Net position at beginning of year 979,266 2,538,390 15,960,133 19.477.989
Net position at end ol year $ 14170176 % 2570435  § 16250615 % 404,367 5 20,642,593

The accompanying notes are an integral part of these tinancial statenrents.
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Cash Nows from opsrating activities
Receipts from customners
Other receipls
Puyments {o suppliers
Payments 1 employees
Payments for interfund services

Net cash provided (used) by operating activities

Cash lows fram noncapital linancing activities
Intertund borrowings (repayments)
Interfund transfers
Net cash provided by
noncapital financing activilies

Cash flows from investing activities
Interest income
Net cash provided by investing activities
Cash lows from vapital and refated financing
activities
Purchases ol capital assels
Proceeds from the sule of capital asscts
Proveeds from capifal grants
Principal paid on long-term debl
Interest paid on long-term debt
Capital contributions - special connection fees
Mot cush used by capital
and refated linancing activities
Net increase (decrease) in cash
Cash al beginning of year
Cash at end of year

Reconciliation ol operating Income (loss) to
net cash provided by operating activities
Operating income {loss)
Adjustments to reconcile operating incoms: (loss)
to net eash provided by operating activitics
Depreciation and amortization
Change in deferred revenue
(Increase) decrease in asse(s
Accaunis receivable
lnventory
Increase (decrease) in liabilities
Accounts payable and accrued expenses
Deposits
Net cush provided by operating activities

I'he accompanying notes are an integral puri of these linancial stitements.
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TOWN OF BERLIN, MARYLAND

STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS

YEAR ENDED HUNE 30, 2013

Electric Fund Water Fund Sewer Fund Stormwater Fund Total
$ 5.892345 & 619993 5 1341802 3 1425 % 7.885,365
2,010 58,597 2,874 63481
{3.828.364) (175.059) {297.883) (46,959) (4,348.263)
(393.296} {307.867) (568,095} (1.474.85%)
(336.240) {93.560) (163.170} (392970
1131453 132,104 114928 t45.538) 1,332,933
104,298 1.274,073 468,371
300.000 300,000
{94,298 1,274,073 300,000 1.768.371
1.039 1,577 2.616
1,039 1.577 2,616
(451490} (697.336) (4 109975) (180,532) (5439330
1.805 3.805-
1.982.871 28,993 2011860
(317.349 336,682 2.049.046 2.4067.879
{252.740) (10.971) (232,871} {496,381y
13275 36,783 50,058
(1.01827H {358,350 (274.146) (131.537) (1.802.307)
113,181 (30,90%) 1.3164432 102,929 1.301.633
1,189,268 1,097,587 305,090 2,591,945
S 1302449 S 1,066,678 0§ 1621522 b 102,920 5§ <.093378
$ 685.108 $ (24.062) 3% (992,767 § 49633y § {38E.290y
482.303 123,003 1.284,857 [.880.163
16,003
(8.183) 13.917 {186.744) {15.180} (196191
(12,582} (2.059) 49 (41592
18571 21,305 209,533 2.674 232083
(3.82%) t1.827)
$ 1,131,433 S 132,104 3 314928 b (45334 S 1A1634S




TOWN OF BERLIN, MARYLAND
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2013

BASIS OF PRESENTATION AND
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements of the Town of Berlin, Maryland, (the Town}), have been
prepared in conformity with generally accepted accounting principles (GAAP) as applied to government
units. The Governmental Accounting Standards Board (GASB) is the accepted standard setting body for
establishing govermnental accounting and financial reporting principles.

Reporting Entity

The basic criteria for including compenent units in the Town’s financial statements are the
exercise of oversight responsibility aver such units by the Town's elected officials and the scope of public
services as it pertains to the activifies benefiting the residents within the geographic boundaries of the
Town, Oversight responsibility embraces such factors as financial interdependency, selection of
governing authority, designation of management, ability to significantly influence operations and
accountability for fiscal matters.

Based on the above criteria as set forth by the GASB, the Town of Berlin, Maryland has no
component units.

Basis of Preseniation

Government-wide financial statements - The statement of net position and the statement of
activities display information about the Town. These statements inctude the financial activities of the
overall government, These statements distinguish between the governmental and business-type activities
of the Town, Governmental activities are financed through taxes, intergovernmental revenues, and other
nonexchange transactions. Business-type activities are financed in whole or in part by fees charged 1o
exicraal parties.

The statement of activities presents a comparison between direct expenses and revenues for the
different business-type activities of the Town and for each function of the Town’s governmental
activities. Dircct expenses are those that are specifically associated with a program or function and,
therefore, are clearty identifiable (o a particular function.

Program revenues include (a) lees, fines, and charges paid by the recipients of goods or services
offered by the programs and (b) grants and confributions that are restricted to meeting the operational or
capital requirements of a particular program. Revenues that are not classified as program reveiues.
including all taxes, are presented as general revenues,
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TOWN OF BERLIN, MARYLAND
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2013

BASIS OF PRESENTATION AND
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of Presentation (continued)

Fund financial statements - The fund financial statements provide information about the Town'’s
funds. Separate statements for ¢ach fund category — governmental and propristary - are presented. The
emphasis of fund financial statements is on major governmental and enterprise funds, each displayed ina
separate column. Any remaining governmental and enterprisc funds are aggregated and reported as

nonmajor funds.

Proprictary fund operating revenues, such as charges for services, result from exchange
transactions associated with the principal activity of the fand. Exchange transactions are those in which
each party receives and gives up essentially equal values. Nonoperating revenues, such as grants and
investment carnings, result from nonexchange transactions.

The Town reports the following major governmental fund: general fund. This is the primary
operating fund of the Town. Itis used to account for all financial resources except those required to be

accounted For in another fund.

The Town reports the following mnajor enterprise funds: electric, water, sewer, and stormwater.
These funds account for the operation and management of the electric, water, sewer, and stormwater

depattments.

The Town reports the following non-major governmental fund: special revenue fund. This fund
accounts for state and federal grants with specific compliance restrictions.

Measurement Focus, Basis of Accounting

The government-wide and proprietary fund statements are reported using the accrual basis of
accounting. Under the acerual basis of accounting, revenues arc recorded when earned and expenses are
recorded at the time liabilities are incurred, regardless of when the related cash flows take place.
Nonexchange transactions, in which the Town gives (or receives) value without directly receiving (or
giving) equal value in exchange, include property taxes, grants, entitlements, and donations. On the
acerual basis, revenue from property taxes is recognized in the fiscal year for which taxes are levied.
Revenues from granis, entitlements, and donations are recognized in the fiscal year in which all the
eligibility requirements have been satistied.

The governmental funds are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Under this method, revenues are recognized when measurabic
and available. The Town considers all revenues reported in the governmental funds to be available if the
revenues are collected within sixty days after year end. Property taxes, charges for services, and interest
are considered to be susceptible to accrual. Expenditures are tecorded when the related fund liability is
incurred, except for principal and interest on general long-term debt, claims and judgments, and
compensated absences, which are recognized as expenditures to the extent they have matured. General
capital acquisitions are reported as expenditures in governmental funds. Proceeds of long-term debt and
acquisitions under capital leases are reported as other financing sources.
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TOWN OF BERLIN, MARYLAND
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2013

BASIS OF PRESENTATION AND
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Budgetary Data

The Town’s budgetary year begins July 1 of cach year. By Town Ordinance, the Council must
approve a budget for the succeeding year by June 30 after holding at least two public hearings.
Appropriations lapse at year-cnd unless obligated or encumbered. Expenditures in excess of amounts
appropriated for or transferred to a general classification of expenditures in the budget are prohibited by
the Town’s charter. Budget amendments can be made during the year, but must be approved by the
Mayor and Council. Appropriations from prior year fund balance are recorded as other financing sources

for budgetary purposes.

The general fund budget is adopted on a basis consistent with generally accepted accounting
principles for governmental funds. No budget is adopted or required for the special revenue fund.

Cash Equivalents

The Town treats certificates of deposit with original maturities of 90 days or less and investments
in repurchase agrecments with short-term maturities as cash equivalents for purposes of preparing the
cash flow statement.

Restricted Cash

Restricted cash in the general fund consists of impact fees sct aside for future capital projects and
slots revenue restricted by the State of Maryland. Restricted cash in the enterprise funds consists of
special connection charges restricted for water and sewer capital and related financing activities and EDU

escrow deposits,

Allowanee for Uncoliectible Accounts

Provision is made for estimated uncollectible electric, water, sewer, and stormwater charges and
miscellancous accounts receivable based upon the Town’s determination of individual accounts not likely
{o be collected. At June 30, 2013, the allowance in the General Fund was $3.912 and the Enterprise Fund

was $80,288.
Inventoriecs

Inventories of supplies are stated at cost at year-end as determined by the first-in, first-out
method. Inventories are charged to expense when consumed, rather than when purchased or donated.




TOWN OF BERLIN, MARYLAND
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2013

BASIS OF PRESENTATION AND
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued}

Deferred Revenue

Deferred revenue in the general fund arises when a revenue does not meet both the "measurable”
and the "available" criteria for recognition in the current period. For the governmental funds statements,
properly taxes not collected within sixty days following the end of the year are considered not available to
pay habilities that are owed at the balance sheet date and therefore are reported as deferred revenue. n
addition, deferred revenue includes income received but not earned at year end.

Property Taxes

Real and personal property taxes are calculated based on the assessable basis of the propetty as of
the January 1 preceding the fiscal year which begins July 1. The taxes are levied July  of each year and
are due October 1 with penalties charged on paynents not received by October 1.

Capital Assets

Purchased or constructed capital assets are reported at cost or estimated historical cost. Donated
fixed assets are recorded at their estimated fair value at the date of donation. General infrastructure
assels, such as streets, curbs, gutters, storm drains, traffic lighting systems and similar assets, acquired
after June 30, 2000 are capitalized in the government-wide financial statements. The cost of normal
maintenance and repairs that do not add to the value of the asset or materially extend assets’ lives are nol
capitalized,

Capital assets are depreciated using the straight-line method over the following estimated useful

lives:

_Asget Class Estinmated Useful Lives
infrastructure 20 - 50 yeurs
Buildings and improvements 20 - 40 years
Machinery and equipment 5- 10 years
Transportation equipment 5-15 years

Deferred Charges

Deferred charges represent bond issuance costs which have been capitalized and amortized over
the terms of the respective bonds, using the straight-line method.

Accrued Compensated Absences

‘The Town accrues a hability in the government-wide and proprietary fund statemenis for certain-
compensated absences (vacation and compensatory time) that have heen earned but not yet paid. Sick
pay. which is eamed but not payable at separation, is not in¢luded.

3
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TOWN OF BERLIN, MARYLAND
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2013

BASIS OF PRESENTATION AND
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued})

Capital

Contributions - Enterprise Funds

Capital

contributions in the water and sewer funds consist of special connection fees that were

assessed for payment of debt service costs and capital improvements to the water and sewer plants.
Interest camed that is attributable to the special conncctions fees is reported in the water and sewer funds.

Governmnent-Wide and Proprietary Fund Net Position

Government-wide and proprietary fund net position are divided into three components as

follows:

[nvested in capital assets, net of related debt - consists of the historical cost of capital
assets less accumulated depreciation and fess any debt that remains outstanding that was
used to finance those assels,

Restricted - consists of assets that are restricted by enabling legislation. In the
governinental activities, this amount represents impact fees that are restricted for use on
future capital projects and slots revenue that is restricted by the State of Maryland. In the
business-type activities, this amount represcnts special conneclion charges restricted for
water and sewer capital and related financing activities and EDU escrow deposits.

Unrestricted - all other not reported in the above categories.

When an expense is incurred that can be paid using either resiricted or unrestricted net position,
the ‘Town’s policy is to first apply the expense toward restricted resources and then toward unrestricted

e50Urces.

Governmental Fund Balances

In the governmental fund financial statements, fund balances are classified as follows:

Nonspendable fund balance - amounts that cannot be spent because they are either not in
a spendable form (such as inventories and prepaid amounts) or are legally or
contractually required to be maintained Invact.

Restricted fund balance - amounts that can be spent only for specific purposes because of
constraints imposed by external providers (such as grantors, bondholders, and higher
levels of government), or irposed by constitutional provisions or enabling legislation.

Committed fund balance - amounts that can be spent only for specific purposes
determined by a formal action of the Mayor and Council.




TOWN OF BERLIN, MARYLAND
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2013

BASIS OF PRESENTATION AND
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Governmental Fund Balances {continued)

Assigned fund balance - amounts the Mayor and Council intend to use for specific
purposes that do not meet the criteria to be classified as restricted or committed.

Unassigned fund balance - amounts that are available for any purpose; these amounts can
be reporied only in the Town's General Fund.

In governmental funds, the Town’s policy is to first apply the expenditure toward restricted fund
balance and then to other, less restrictive classifications (committed and then assigned fund balances)

betore using unassigned fund balances.

Change in Accounting Principles

During 2013, the Town implemented GASB Statement No. 62, Codification of Accounting and
Financial Reporting Guidance inn Pre-November 30, 1989 FASB and AICPA Pronouncements. There was
no material effect on the financial statements due to this change.

In addition, the Town adopted GASB Statement No. 63, Deferred Outflows of Resources, Deferred
Inflows of Resources and Net Position. Adoption of this statement changed the terms and classification of
itemns in the statement of financial position in the government-wide activities and enterprise funds.

DEPOSITS AND INVESTMENTS

The Town maintains a cash and investment pool that is available for use by all funds. 1n addition,
cash is separately held by several of the Town’s funds. The Town's deposits are held in checking, money
narket accounts, and certificates of deposits.

The Town follows the State of Maryland laws related to types of deposits and investments,
selection of depositories, and collateral requirements,  The Annotated Code of Maryland requives tha:
deposits with financial institutions be fully colfateralized. Full collateralization is necessary o minimize
the risk of loss of a deposit in the event of the default of a financial institution.

Custodial credit risk is the risk that in the event of a bank failure, the Town’s deposils may not be
returned to it. As of June 30, 2013, $3,622,033 of the Town’s deposifs were exposed to custodial credit
risk. These amounts were nof covered by the Federal Deposit Insurance Corporation (FDIC) but were
collateralized with securities held by the pledging financial institution’s trust department, not in the
Town’s name,




TOWN OF BERLIN, MARYLAND

NOTES TO FINANCIAL STATEMENTS

CAPITAL ASSETS

JUNE 30, 2013

Capital asset activity for the year ended June 30, 2013 was as follows:

Governmental activities:
Capital assets not heing depreciated
Land
Construction in progress
Total capital assets not being depreciated
Capital assets being depreciated
Infrasiructure
Buildings and improvements
Equipment
Vehicles
Total capital assets being depreciated
Less accumulated depreciation for:
Infrastructure
Buildings and improvements
Equipment
Vehicles
Total accumulated depreciation
Total capita assets being depreciated, net
Governmental activity capital assets, net

Business-fype Activities
Efectric:
Capital assels not being depreciated
Land
Total capital assets not being depreciated
Capital assets being depreciated
Infrastructure
Buildings and improvements
Equipment
Vehicles
"Fotal capital assets being depreciated
Less accurmiiated depreciation for:
Infrastructure
Buildings and improvements
Equipment
Vehicles
Total accumulated depreciation
Total capital assets being depreciated, net
Electric activities, capital assets. net

Beginning Increases and Decreases and Ending

Balance Transfers In Transfers Out Balance
$ 1,782,474 b $ 1,782,474
19,386 92,833 112,719
1,802,360 92,833 1,895,193
3,435,296 365,688 3,800,984
883,383 40,923 924311
863,233 17,657 7,350 873,540
1,214,860 65,893 34,962 1,245,802
6,396,778 490,171 42,312 6,844,637
t,589,379 186,012 1,715,391
555,741 27.926 583,667
549,012 77,531 7,024 619,519
874,168 80,989 30,931 924,276
3,568,300 372,458 37,955 3,902,803
2,828,473 §17,713 4,357 2941834
$ 4,630,838 210,546 $ 4,357 $ 4,837,027
5 304,510 $ % 304,510
304,510 304,510
14,570,450 201,947 14,772,397
617,463 617,463
2022638 168,141 2,916 288 el
446,716 81,102 5,125 522 643
17,657,267 451 490 8,041 18,100,716
9,674,505 381,525 10,056,430
380,470 17,377 J06.547
1,293,713 66,068 2916 1,336,860
410,310 13,127 a.125 48,312
11,767,998 478,097 8,041 12,238,054
5.889,269 {26,607} 5.862,662
6,193,779 {26,607) 6. 167,172




TOWN OF BERLIN, MARYLAND

NOTES TO FINANCIAL STATEMENTS

CAPITAL ASSETS (continued)

JUNE 30, 2013

Beginning Increases and Decreases and Ending
Balance Transfers [n Transfers Qut Balance
Sewer:
Capital assels not being depreciuted
Land 3,495,233 3,495,233
Construciion in progress 3,206,973 3,875,545 88,196 6,994,122
Total capital assets not being depreciated 6,702,206 3,875,545 88,196 10,489,555
Capital asseis being depreciated
Infrostructure 30,205,251 11,106 30,216,357
Buildings and improvemeis 20,737 20,737
Equipment 613,361 91,043 7,659 701,745
Vehicles 698,826 698,826
Total capital assets being depreciated 31,543,175 102,149 7,659 31,637,665
Less accumutated depreciation for:
Infrastructure 9,755,613 1,124,864 10,880,477
Buildings and improvements 20,737 20,737
Equiptent 307,758 96,524 5,017 393,265
Vehicles 247,249 69,470 316,719
Total accumulated depreciation 10,331,357 1,284,858 5,017 11,611,198
Total cupital assets being depreciated, net 21,211,818 (1,182,709 2,642 20,026 467
Sewer, capital assets, net 27914024 2,692,836 90,838 30,510,022
Water:
Capited assets not being depreciated
Land 82,039 42,039
Construction in progress 60,364 669,912 . 730,276
Total capital asscts not being depreciated 142,403 669,912 812,315
Capital assels being depreciated
intrastructure 3,933,014 3,983,014
Buildings and improvements 14,205 24,578 238 34,548
Equipment 241,254 8,445 235,636
Vehicles 85,663 30,825 55,538
Total capital assets being depreciated 4,324,136 27425 38,805 4,112,756
Less acemnufated depreciation for:
[nfrastructure 2,622,224 112,683 233 2,734,677
Buildings and improvemcits 10,209 276 JHELS)
Equipment 196,223 9,713 8,445 197.49H
Vehicles 85,438 30,125 55.31%
Total accumulated depreciation 2,914,094 122,677 38,805 2,997 4hb
Total capital assels being depreciated, net 1,410,042 (93,252) £,314,790)
Water, capital assets, net 1,552,445 574,660 2,127,103
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TOWN OF BERLIN, MARYLAND

NOTES TO FINANCIAL STATEMENTS

JUNE 30,2013
CAPITAL ASSETS (continued)
Beginning Increases and Decraases and Ending
Balance Transters In "Transters Out Balance
Stormwater;
Capital asset nof being depreciated
Land unprovements 180,532 180,532
Stormwater, capital asset, net 180,532 180,532
Business-type activities
Capital assets, net § 35660248 0§ 3421421 8 90,838 § 38,990,831

inciuded in construction in progress in the sewer fund is $6,635,860 for Phases  and Il of the
spray irrigation project and $358,462 for the North Main Street sewer extension project.

Phase 1 of the spray irrigation project is estimated to cost $3,500,000. This project is being
funded by a U.S. Department of Agriculture loan ($2,462,000) and grant ($1,037,350) and a $650
contribution from the Town. As of June 30, 2013, total construction costs of $1,868,940 have been
incurred and are included in construction in progress in the sewer fund. In addition, $1,700,000 of the
funding was used for the purchase of land for the spray site.

Phase 11 of the spray irrigation project is estimated to cost $5,600,000 and is being funded by a
loan ($3,500,000) and grant ($1,500,000) from the Maryland Department of the Environment and a
CDBG grant of $600,000. As of June 30, 2013, costs of $4,766,920 have been incurred and are included

in construction in progress in the sewer fund.

Depreciation expense for governmental activities was charged to functions as follows:

General government $ 53,093
Public safety 28,211
Public works 192,843
Planning and community development 52,506
Recreation and parks 45,805

3§ 372,458




TOWN OF BERLIN, MARYLAND
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2013

FUND BALANCES

Restricted fund balances are state slots revenue that is restricted by the State of Maryland.

Committed fund balances are impact fecs that are restricted for use on future capital projects,

Assigned fund balances are monies that the Mayor and Council has designed for the payment of

employee insurance premiums.

INTERNAL BALANCES AND ACTIVITY

" Ralances due to/from other funds at June 30, 2013 consist of the following:

Due to the general fund from the sewer fund 3 219,451 % 1,274,073
Due to the general fund from the water fund : 194,298

Balance Increase Balance
June 30, 2012 {Decrease) June 30, 2013
$ 1,493,524
194,298

$ 219,451  § 1,468,371

$ 1,687,822

The balances due to the general fund are not expected to be repaid within one year.

In the current year, the general fund transferred $300,000 to the stormwater fund. This transfer is

ireated as other financing sources or uses within the respective funds,

LONG-TERM DEBT

Changes in long-term obligations for the year June 30, 2013 are as follows:

Beginning Ending
Balance Increases Decreases Balance
Govermmental Activities:
General obligation bonds $ 2,092,790 5 3 663,243 $  1,429.545




TOWN OF BERLIN, MARYLAND
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2013

LONG-TERM DEBT (continued)

Beginning Ending
Balance Increases Decreases Balance

Business-type Activities:

Electric

General obligation bonds $ 6,925,128 3 151,712 b 469,562 $ 6,607,278

Water
General obligation bonds 254,266 347,127 10,445 590,948
Sewer
General obligation bonds 12,737,929 2,305,768 256,723 14,786,974

$ 19,917,323 $ 2,804,607 $ 736,730 $ 21,985,200

Governmental Activities

Notes payable and general obligation bonds consist of the following:

Principal Balance
QGutstanding at
June 30, 2013

Public improvement bonds of 2002 payable to the U.S. Department of

Agriculture. The original obligations are dated September 26, 2002 in the

amount of $163,655. Debt is amortized over 40 years at an interest rate

of 4.75%. terest and principal is due quarterly, with payments ranging

from $362 to $1,206 through September 26, 2042. 8 558,085

Bond anticipation note payable to the bank for the street improvement project,
not to exceed $1,700,000. The original obligation is dated November I, 2009.
Interest at 4.07% is due quarterly. The maturity date is November 1, 2024. 840,000

Local government infrastructure bonds of 2012 payable to the Maryland

Deparunent of Housing and Community Development. Proceeds were used to

refinance general obligation bonds 0f 1998, 'The original obligations are dated

May 17, 2012 in the amount of $37,484. Debt is being amortized over 6 years.

Interest rates range from 1.41% to 1.94%. Interest is due semi-annually with

principal payments due annually and maturing May I, 2018. 31,460

S 1,429,545




TOWN OF BERLIN, MARYLAND
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2013

LONG-TERM DEBT (continued)

Business-type Activities
Electric Fund

General obligation bonds of 1999 payable to the Maryland Department of

Housing and Community Development. The original obligations are dated

March 24, 1999 in the amount of $2,055,000. Debt was being amortized over 15 to
30 years at interest rates ranging from 4.13% fo 5.00%. The debt was refinanced

in part with 2012 infrastructure bonds. Interest and principal is due semi-annually
maturing May 1, 2014,

Local government infrastructure bonds of 2012 payable to the Maryland
Department of Housing and Community Development. Proceeds were used to
refinance general obligation bonds of 1988. The original obligations are dated
May 17, 2012 in the amount of $899,618, Debt is amortized over 6 years.
Interest rates range from 1.41% to 1.94%,. Interest is due semi-annually with
principal payments due annually, ranging from $1,484 to 3157,5304

through May 1, 2018.

2004 bonds payable to the Maryland Department of Housing and Community
Development dated April 22, 2004, for $3,000,000. Debt is amortized over 30
veurs at interest rates ranging from 2.00% to 4.875%. Interest and )
principal is due semi-annually, with total annval payments ranging from
$186,214 10 $200,334 through May [, 2034, As of June 30, 2013,

$231.861 of the $3.000,000 has not been drawn. The undrawn poriion currently
earns interest at 2.00%, which is applied against the debt service costs.

infrastructure financing bonds of 2007 payable to the Maryland Department
of Community Development. This obligation was used to refinance general
obtigation bonds for 1995, The original obligation is dated November 14,
2007 in the amount of $944,200. Debt is amortized from 8 rc 20 yecars atan
interest rate of $4.125%. Interest and principal is due semi-annually with
total annual payments ranging from 347,230 to $97.980. The maturity dates
range from May 1, 2015 to May 1, 2027,

Principal Balance
Qutstanding at
June 30, 2013

$ 19,600

755,040

2,204,238

539,000




TOWN OF BERLIN, MARYLAND
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2013

LONG-TERM DEBT (continued)

Business-type Activities (continued)
Electric Fund (confinued)

Local government infrastructure bonds of 2012 payable to the Maryland
Department of Housing and Community Development. Proceeds were used to
refinance general obligation bonds of 1999, The original obligations arc dated
May 17, 2012 in the amount of §1,431,232. Debt is amortized over 17 years.
Tnterest rates range from 1.41% to 3.94%. Interest is due semi-annually with
principal payments due annually, ranging from $2,098 to $106,500 through
May 1, 2029.

Local government infrastructure bonds of 2012 payable to the Maryland
Department of Housing and Community Development. Proceeds were used to
refinance general obligation bonds of 1998, The original obligations are dated
May 17, 2012 in the amount of $1,820,652. Debt is amortized over 16 years.
Interest rates range from 1.41% (o 3.94%. Intercst is due semi-annually with
principal payments due annually, ranging from $2,778 to $141,000 through
May 1, 2028.

Total Electric Fund
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Principal Balance
Quistanding at
June 30, 2013

1,362,260

1,726,300

6,007,278




TOWN OF BERLIN, MARYLAND
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2013

LOMNG-TERM DEBT {continued)

Business-type Activities (continued)
Water Fund

General obligation bond of 1980 to the U.S, Department of Agriculture,
The original obligation is dated August 3, 1981 in the amount of $154,000,
Debt is amortized over 40 years at an average interest rate of 5.00%.
Interest and principal is due semi-annually with fotal annual payments of
$4,546. The maturity date is August 3, 2021,

General obligation bond of 2000 to the U.S. Department of Agriculture.
“The original obligation is dated September 7, 2000, in the amount of
$150,000. Debt is amortized over 40 years at an average inferest rate of
5.13%, Interest and principal is due quarterly, with total annual payments
of $8,844. The maturity date is September 7, 2040.

Infrastructure financing bonds of 2007 payable to the Maryland Department
of Housing and Community Development. This obligations was used to
refinance general obligation bonds of 1997. The original obligation is dated
November 14, 2007 in the amount of $68,853. Debt is amortized over 20
years at interest rates ranging from 3.50% to 4.25%. Interest and principal
is due semi-annually with total annual payments ranging from 590,970 o
$93,787. The maturity date is May 1, 2027.

Loan payable to the Bank of Ocean City. This loan is to fund the water
line expansion project on Route 818. The note is dated April 10, 2012 for
$750,000. As of June 30, 2013, $352,427 has been drawn. Tnterest
payments are due quarterly at 3.3% and annual principal payments begin
December 30, 2015. This note matures on December 30, 2017.

Total Water Fund

Principal Balance
Qurstanding at
June 30, 2013

61,621

129,343

47,557

352,427

500,948




TOWN OF BERLIN, MARYLAND
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2013

LONG-TERM DEBT {continued)

Business-type Activities (continued)
Sewer Iund

General obligation bonds of 1996 payable to the U.S. Depariment of
Agriculture. The original obligation is dated August 19, 1996 in the amount
of $2,350,800. Debt is amortized over 40 years at an interest rate of 4.50%.
Interest and principal is due quarterly with total payments of $31,747. The
maturity date is August 19, 2036,

Infrastructure financing bonds of 2007 payable to the Maryland Department
of Housing and Community Development. The obligation was used to
refinance general obligation bonds of 1997. The original obligation was
dated November 14, 2007 in the amount of $1,185,347. Debt is amortized
over 20 years at interest rates ranging from 3.50% to 4.25%. Interest and
principal is due semi-annually with total annual payments ranging from
$90,970 to $93,787. The maturity date is May 1, 2027.

Real property acquisition bond payable to an individual. This obligation is
being used to finance the purchase of real property for use in the spray
irrigation project. FThe original obligation is dated December 15, 2010 in the
amount of $500,000. Debt is amortized over 25 years at an interest rate

of 8.422%. Tnterest and principal is due monthly with payments in the
amount of $4,045. The maturity date is January 15, 2036.

Bond payable to the U.S. Department of Agriculture. This obligation was
used to fund the lagoon liner and waterwater treatment plan projects. The
original obligation is dated November 16, 2010 in the amount of $5,988,000.
Interest and principal is due in semi-annual payments of 31 13,952 at an
intarest rate of 2.25%. The maturity date is November 2050.

33

Principal Balance
Quistanding at
June 30, 2013

1,824,212

925,244

482,177

3,749,761




TOWN OF BERLIN, MARYLAND
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2013

LONG-TERM DEBT (continued)

Business-type Activities (continued)
Sewer Fund (continued)

Principal Balance
QOuistanding at
June 30, 2613

Loan payable to the U.S. Department of Agriculture to fund construction

of Phase I of the spray irrigation project. The original abligation is dated

August 24, 2011 in the amount of $2,462,000. Debt is amortized over 40

years at an interest rate of 2.5%. Interest payments are due semi-annuaily

with principal payments being due semi-annually beginning February 2013.

Payments range from $30,775 to $50,373, maturing August 2050. 2,462,000

Loan payable to Maryland Department of the Environment. This loan is

being used to fund construction of Phase 11 of the spray irrigation project.

Total amount available to draw is $3,207,000. Interest payments at .80%

are due in semi-annual payments. Principal payments begin annually

February 2015, The maturity date is February 2033. 2,463,754

Local government infrastructure bonds of 2012 payable to the Maryland

Deparument of Housing and Community Development. Proceeds were

used to refinance gencral obligation bonds of 1991. The original obligations

are dated May 17, 2012 in the amount of $587,420. Debt is amortized

over 16 years, Interest rates range from 1.41% to 3.94%. Interest is due

semi-annually with principal payments due annually, ranging from $980

to $71,000 through May 1, 2021. 527,400

Loan payable to the Bank of Ocean City. This loan is to fund the sewer
line expansion project on Route 818. The note is dated April 10, 2012 for
$750,000. As of June 30, 2013, $352,426 has been drawn. Interest
paymenis are due quarterly at 3.3% and annual principal payments begin

December 30, 2015. This note matures on December 30, 2017. 352,426
Total Sewer Fund 14,786,974
Total long-term debt - Business-type Activities $ 21,985,200
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TOWN OF BERLIN, MARYLAND
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2013

LONG-TERM DEBT {continued)

Debt Service Requirements

Principal and interest requirements to amortize the note and the general obligation and public
improvements bonds as of June 30, 2013 are as follows:

Governmental Activities

Year Ending Principal Interest Totals
2014 $ - 15136 3 63,989 5 79,125
2015 15,732 63,366 79,098
2016 - 16,282 62,817 79,099
2017 16,878 62,236 79,114
2018 17.614 61,617 79,231

2019 - 2023 63,450 298,939 362,389

2024 - 2028 920,468 189,424 1,109,892

2029 - 2033 101,898 75,402 177,300

2034 - 2038 129,033 48,267 177,300

2039 - 2043 133,054 14,345 147,399

3 1,429,545 $ 940,402 $ 2,369,947

Principal and interest requirements to amortize all Business-type Activities debt outstanding as of
June 30, 2013 are as follows:

Business-Type Activities

Year Ending Principal Interest Tolals
2014 $ 813,661 $ 653,763 $ 1,467,424
2015 949,715 627,654 1,577,369
2016 1,418,757 611,022 2,029,779
2017 1,143,909 573,731 1,717,646
2018 962,916 544,814 1,507,730

2019 - 2023 4,201,488 2,359,099 6,560.587

2024 -2028 4,358,767 1,702,694 6,061,461

2029 - 2033 2,932,567 1,000,296 3,932,863

2034 - 2038 1,642,347 677315 2,319,662

2039 - 2043 1,313,858 347.29] 1,663.149

20444 - 2048 1.456.708 186.542 [.643.250

2049 - 2051 788,507 27617 816,124

$ 21985200 S 9311344 $ 31,297,044
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TOWN OF BERLIN, MARYLAND
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2013

INTEREST COST - ENTERPRISE FUND

Where applicable, the Town follows the policy of capitalizing interest as a component of the cost
of property, plant, and equipment constructed for its own use. During the year ended Fune 30, 2013, total
interest incurred and paid in the Enterprise Fund was $663,700. Of this amount, $148,641 was included in
construction in progress and $515,059 was charged to operations,

INTERNAL CHARGES AND SERVICES
The Town provides administrative services to the proprietary funds for certain services paid in the

general fund. Also, a payment in licu of taxes of $157,000 is charged to the Electric Fund. The total
services billed for the year ended June 30, 2013 were as follows:

Electric Water Sewer
Service Type Fund Fund Fund Total
Administrative
services 3 336,240 $ 93,560 $ 163,170 $ 592970
LEASE AGREEMENTS

At the end of fiscal year 2003, the Town enfered into a 25-year lease agreement with AT&T
Wireless PCS, LLC, for the use of the Town’s water tower for wireless antennas and transmission lines.
Monthly payments are duc in advance by the 5™ of the month. In 2011, additional antennas were added,
increasing the annual payment to $42,000. Total lease payments received for the year ended June 30,

2013 were $42,000.

Future lease payment terms to be received are:

Year Ending June 30, Total Payment
2014 3 42,000
2015 42,000
2016 42,000
2017 42,000
2018 42,000
All subsequent years o 462,000
Total minimum lease payments
to be received 3 672,600
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JUNE 30, 2013

RETIREMENT AND PENSION PLANS

State Retirement and Pension Systems of Maryland

Plan Degcription

Certain employees of the Town are covered by the Pension System for Employees of the State of
Maryland or the Employees’ Retiroment System of the State of Maryland. These systems are part of the
Maryland State Retirement and Pension System (the State System), and are cost-sharing muliple-
employer public employee retirement systems. The State System provides pension, death and disability
benefits to plan members and beneficiaries. The plan is administered by the State Retirement Agency
(the Agency). Responsibility for the administration and operation of the Staie System is vested in a 12-
member Board of Trustees. The Statc System was established by the State Personnel and Pensions
Article of the Annotated Code of Maryland. The Agency issued a publicly available financial report that
includes basic financial statements and required supplementary information for the State System, The
report may be obtained by writing to the State Retirement and Pension System of Maryland, 120 East
Baltimore Street, Baltimore, Maryland 21202, or by calling 410-625-5555.The Town confributes to the
State Retirement and Pension Systems of Maryland ("Systems"), a multiple-employer public employee
retirement system that acts as a common investment and cost-sharing agent for State employees, teachers,
judges, legislators and employees of participating municipalities within the State of Maryland.

Funding Policy

The State Personnel and Pensions Atticle requires active members to contribute to the State
System at the rate of 4%, 5% or 7% of their covered salary depending upon the retirement option selected.
The Town is required to coniribute at an actuarially determined rate. The three year contribution
information for the Town is as follows:

As a Whole Percentage of
Employer Annual Pension Net
Fiscal Year Annual Pension Cost Pension
Ended Costs Contributed Obligation
June 30, 2011 $ 349,938 100% -0-
June 30, 2012 b 352,101 100% -0-
June 30, 2013 i 24,524 100% -0-
RISK MANAGEMENT

The Town is exposed to various risks of loss related to torts, thelt of, damage to, and destruction
of assets, errors and omissions, injuries to employees and natural disasters. The Town maintains
commercial insurance covering each of those risks of loss, Management believes such coverage is
sufficient to preclude any significant uninsured losses to the Town. Settled claims have not exceeded this
coverage in any of the past three fiscal years.
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JUNE 30, 2013

DEFERRED COMPENSATION PLAN

The Town offers certain employees a deferred compensation plan created in accordance with
Internal Revenue Code Section 457, The plan, available to all Town employees, permits them to defer a
portion of their salary unti] future years. The deferred compensation is not available to employees until
termination, retirement, death or unforesecable emergency. The deferred amounts are invested in various
annuity contracts. All amounts of compensation deferred under the plan, all property and rights
purchased with those amounts, and all income attributable to those amounts, property or rights are solely
the property and rights of the deferred compensation plan participants. The Town has no liability for
losses under the plan but does have the duty of due care that would be required of an ordinary prudent
investor. In accordance with GASE Statement No. 32, the plan’s asscts are noi reported on the statement
of net assets of the Town.

COMMITMENTS AND CONTINGENCIES

The Town is the recipient of various federal and stale grants. The Town may be under obligation
to repay these grant funds if, upon final review by the respective granting agencies, the funds expended
did not meet the established prograin objectives. The Town is not aware of any repaymen{ requests,

PRIOR PERIOD ADJUSTMENT
‘The General fund balance and the governmental activities net position at the beginning of the

year have been restated to correct an overstatement of estimated liquor board receipts in the prior year.
The restateinent has no effect on revenues in the current year.

General Governmental
Fund Activities
Balance Net Position
Balance, beginning of the year,
as previously reported $ 7,513,853 $ 10,078,511
Restatement of liquor :
board revenue {75,000) {75.000)
Balance, beginning of the year,
as restated $ 7,438,853 b 10,003,511
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JUNE 36, 2013

NEW PRONOUNCEMENTS

GASB approved Statements No. 65, [fems Previously Reported as Assets and Liabilities, which
will require certain items that were previously reported as assets and liabilities to be reported as deferred
outflows of resources or deferred inflows of resources. Int addition, GASB Statement No. 65 will require
the Town to write off any remaining unamortized bond costs. The Town will be required to implement
GASB Statement No. 65 for the year ending June 30, 2014,

GASB also approved Statement No. 68 which will require the Town to provide additional
information in the financial statements related to cost sharing pension plans. The Town will be
required to implement GASB Statement No. 68 for the year ending June 30, 2015.
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TOWN OF BERLIN, MARYLAND

REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND

YEAR ENDED JUNE 30, 2013

Variance with

Final Budget
Budgeted Amounts Actual Favorable
Original Final Amounts {Unftavorable)
Revenues
Taxes $ 3,205,000 $ 3,205,000 $ 3,390,839 $ 185,839
Licenses and permits 132,600 132,600 173,906 : 41,306
Intergovernmental revenues 772,000 772,000 863,490 91,490
Service charges 613,030 613,030 655,583 42,553
Impact fees 4,000 4,000
Eamings on investments 91,100 91,100 79,972 {11,128}
Miscellaneous 21,798 21,798
Cotal revenues 4,813,730 4.813,730 5,189,583 375,858
Expenditures
Current
General government 1,584,364 1,841,724 1,392,519 449,205
Public safety ' 1,873,259 1,315,899 1,317,453 {1,554)
Public works 807,589 807,589 828,391 (21,002)
Planning and economic development 307,967 307,967 300,023 1,944
Recreation and parks 59,450 59,450 51,579 7,871
Debt service 180,101 180,101 761,137 (581,036)
Capital outlay 206,000 206,000 583,004 (377,004)
Total expenditures 5,018,730 4,718,730 5,240,306 (521,576)
Excess of revenues
over {under) expenditures (205,000) 95,000 {50,718} (145,718)
Other financing sources (uses)
Prior year surplus 205,000 205,00G {205,000}
Transfers oul (300,0006) {300,000)
Net other financing sources {uses) 205,000 {95,000} (300,000) {205,00)
Wet change in fund balance 3 3 $  (350,718) $  {334,718)
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INDEPENDENT AUDITORS® REPORT ON
SUPPLEMENTARY INFORMATION

To the Mayor and Council
Town of Berlin, Maryland

Report on Supplementary Infuormation

Our report on our audit of the financial statements that collectively
comprise Town of Berlin, Maryland’s basic financial statements as of June 30,
2013, appears on pages one and two. Our audit was conducted for the purpose of
forming opinions on the financial statements that collectively comprise the Town
of Berlin, Maryland’s basic financial statements, The supplementary information
presented on pages 42 through 46 is presented for purposes of additional analysis
and is not a required part of the financial statements.

The supplementary information is the responsibility of management and
was derived from and relates directly to the underlying accounting and other
records used (o prepare the basic financial statements. Such information. exeept
for the portion marked “unaudited”, has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic
financial statements or fo the basic financial stalements themselves, and other
additional procedures in accordance with auditing standards generally accepted
in the United States of America. In our opinion, the supplementary information is
fuirly stated in all material respects in relation to the basic financial statements as
a whole. The information marked “unaudited” has not been subjected to the
auditing procedures applied in the audit of the financial statements, and
accordingly, we do not express an opinion or provide any assurance on it

Otlier Matrer

The prior year comparative information has been derived from the
fown's 2012 Hnancial statements and, in our report dated October 19, 2012, we
expressed unmodified opinions on the respective financial statements of the
governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information.

PKS + Comyomsy, £Ac.

CERTIFIED PUBLIC ACCOUNTANTS
Salisbury. Maryland
November 4, 2013




TOWN OF BERLIN, MARYLAND

SCHEDULES OF REVENUES AND EXPENDITURES

BRUDGET AND ACTUAL
GENERAL FUND

YEAR ENDED JUNE 30, 2013

(WITH COMPARATIVE TOTALS FOR 2012)

2013 2012
Final budget
{Unaudited) Actual Actual
Revenues
Taxes
Berlin property b 3,019,000 $ 3,020,413 $ 3,329,110
County shared 33,000 45,432 44,633
State shared 150,000 273,204 244,685
Penaltiss and interest 3,000 51,790 32,097
Licenses and permits 132,600 173,906 184,442
Intergovermnmental '
Federal 72,826 28,857
State 272,000 390,664 385,896
County 500,000 400,000 425494
Service charges to other funds 593,030 592,970 537,570
Service charges, ather 20,000 62,613 34,029
Impact fees 4,000 14,032
Farnings on investments 91,100 79,972 20,231
Miscellaneous 21,798 83,080
Total revenues 4.813,730 5,189,588 5,414,156
Expenditures
Current
General government 1,841,724 1,392,519 1,139,896
Public safety 1,315,899 1,317,453 1,825,914
Public works 807,589 828,591 840,836
Planning and economic development 307,967 306,023 334,021
Recreation and parks 59,450 51,579 43 932
Debt service 180,101 761,137 449185
Capital outlay 206,000 383,004 215,986
Total expenditures 4,718,730 5,240,306 4 849 770
Excess of revenues over (under) expenditures 35,000 {30,718} 564,386
Other financing sources {uses)
Prior year surplus 205,000
Translers out {300,000) {300,000) (488,264)
Proceeds from issuance of long term debt 37.484
Net other financing sources {uses) ‘ (935,000} (300,000} (430,780)
Net change in fund balance 3 5 (350,718) §% 113,600
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TOWN OF BERLIN, MARYLAND

SCHEDULES OF REVENUES AND EXPENDITURES
SPECIAL REVENUE FUND

YEAR ENDED JUNE 30, 2013
(WITH COMPARATIVE TOTALS FOR 2012)

2013 2012
Revenues
Intergovernmental revenues $ 8,970 5 36,729
Total revenues 8,970 36,729
Expenditures
Salaries and related 8,246 22,137
Total expenditures 8,246 22,137
Net change in fund balance 3 724 3 14,592
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TOWN OF BERLIN, MARYLAND

SCHEDULES OF REVENUES AND EXPENSES

ELECTRIC FUND
YEAR ENDED JUNE 30, 2013
(WITH COMPARATIVE TOTALS FOR 2012)
2013 2012
Revenues
Service charges $ 5,823,279 5,398,712
Sales and services 40,974 39,849
Interest on delinquent accounis 40,097 47,511
Miscellaneous 2,010 34,796
Total revenues 5,906,360 5,520,868
Expenses
Purchased power 3,133,262 2,783,257
Personnel expenses 610,204 620,064
Supplies and operating 373,216 385,332
Professional services 193,817 189,790
Contracted services 51,717 119,890
Insurance 15,316 18,394
Repairs and maintenance 25,841 48,274
Depreciation and amortization 481,579 591,284
General overhead 136,240 304,285
Total expenses 5,221,192 5,064,576
Operating income 685,168 456,292
Nonoperating revenues {expenses)
Interest expense (251,063) (395,006}
Gain (loss) on disposal of assets 3,805 {6,949)
Net nonoperating expenses (247,258) (4061,955)
Income before transfers 437910 54,337
Transfers in 756,914
3 437,910 805,251

Change in net position
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Revenues
Service charges
Sales and services
Interest on delinquent ace
Miscellaneous
Total revenues

Expenses
Personnel expenses
Supplies and operating
Coniracted services
[nsurance
Repairs and mainfenance
Depreciation and amortize
General overhead

Total expenses

Operating income (loss)

TOWN OF BERLIN, MARYLAND

SCHEDULES QOF REVENUES AND EXPENSES

WATER FUND

YEAR ENDED JUNE 30, 2013

(WITH COMPARATIVE TOTALS FOR 2012)

Nonoperating revenues (expenses)

Capital grants
Interest income
Interest expense

Loss on disposal of assets

Net nonoperating expenses

Income {loss) before transfe
Transfers in

Capitat contributions - speciai connection fees

Change in net pasition

2013 2012

$ 615,973 590,224

9,804 13,428

ounts 10,299 8,300
58,597 89,250

094,673 7061.202

310,531 317,261

145,703 133,738

24,102 2.940

5,910 1,907

15,865 30,586

wtion 123,004 125,918
93,560 84,143

718,735 696,493

(24,002) 4,709

55,000

1,039 9,609
(13,407) (18,571
(332)
42.632 (9,300)
rs and contributions 18,570 {4,591}
13,066

13.275 148,080

kY 31,845 F77.153




TOWN OF BERLIN, MARYLAND

SCHEDULES OF REVENUES AND EXPENSES

SEWER FUND

YEAR ENDED JUNE 30, 2013

(WITH COMPARATIVE TOTALS FOR 2012y

Revenues
Service charges
Sales and services
Hauler fees
Interest on delinquent accounts
Miscellaneous
Total revenues

Expenses
Personnel expenses
Supplies and operating
Professional services
Contracted services
Insurance
Repairs and maintenance
Depreciation and amortization
General overhead

Total expenses

Operating loss

Nonoperating revenues (expenses)
Capital grants
Interest income
Interest expense
Loss on disposal of assets
Net nonoperating revenues

Income before transfers and contributions
Capital coniributions - special connection fees
Transfers in

Change in net position
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2013 2012
1,422,823 1,318,815
3,779 8,186
81,010 75,150
20,935 17,739
2,874 14,408
1,531,421 1,434,298
580,428 580,691
401,443 322,467
2,303 1,311
35,872 17,465
13,550 12,356
39,777 12,330
1,287,145 957,495
163,170 149,143
2,524,188 2,053,258
(992,767) (618,960)
1,498,120 3,634,160
1,577 713
(250,589) (247,338)
(2,642) (406,326)
1,246,466 2,981,200
253,699 2,362,249
36,783 388,665
108,270
290,482 2,859,193
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Ta the Mayor and Council
Town of Berlin, Maryland

We have audited, in accordance with the auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States, the
financial statements of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of the Town of Berlin, Maryland, as of
and for the year ended June 30, 2013, and the related nofes to the financial statements, which
collectively comprise the Town of Berlin, Maryland’s basic financial statements and have
issued our report thereon dated November 4, 2013.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the
Town of Berlin, Maryland’s internal control over financial reporting (internal control) to
determine the audit procedures that are appropriate in the circumstances for the purpose of
expressing our opinions on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the Town of Berlin, Maryland's internal control. Accordingly,
we do not express an opinion on the effectiveness of the Town of Berlin, Marytand's internal

control.

A deficiency in internal control exists when the design or operation of a control does
not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, misstatements on a timely basis. A material
wedakness is a deficiency, or a combination of deficiencies, in internal control such that there is
a reasonable possibility that a material misstatement of the entity’s financial statements will
not be prevented, or detecled and corrected on a timely basis. A significant deffeiency is o
deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the hirst
paragraph of this section and was not designed to identify all deficiencies in internal control
that might be material weaknesses or significont deficiencies and therefore, marerizf
weaknesses or significant deficiencies may exist that were not identified. Given these
limitations, during our audit we did not identify any deficiencies in internal control that we
consider to be material weaknesses, However, material weaknesses may exist thal have not
been identified. We did identify a deficiency in intemal control. described in the
accompanying schedule of findings and questioned costs (13-01) that we consider to be @
significant deficiency.

47




Compliance and Other Mafters

As part of obtaining reasonable assurance about whether the Town of Berlin, Maryland's
financial statements are free from material misstatement, we performed fests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However, providing
an opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do
not express such an opinion. The results of our tests disclosed no instances of noncompliance or other
malters that are required to be reported under Government Auditing Standards.

Town of Berlin, Maryland’s Response to Findings

The Town of Berlin, Maryland’s response to the findings identified in our audit is described in
the accompanying schedule of findings and questioned costs. The Town's response was not subjected to
the auditing procedures applied in the audit of the financial statements and, accordingly, we express no

opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

CERTIFIED PUBLIC ACCOUNTANTS

Salisbury, Maryland
November 4, 2013
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To the Mayor and Council

wwwpkscpacom Town of Berlin, Maryland

Report on Schedule of Expenditures of Federal Awards Required by OMB A-133

Salisbury
1807 Swrrtnsy Drave . . Vs
PO, Ik 72 We have audited the financial statements of the governmental activities, the
Saasrvay, MDD 21603 business-type activities, each major fund, and the aggregate remaining fund information

of the Town of Berlin, Maryland, as of and for the year ended June 30, 2013, and fthe
related notes to the financial statements, which collectively comprise the Town’s hasic
financial statements. We issued our report thereon dated November 4. 2013, which
contained unmodified opinions on those financial statements. Our audit was conducted
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12368 Copas: Gy, UNIT #5 for the purpose of forming opinions on the {inancial statements that collectively comprise
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Oceas Gy, MD 21842 the basic financial statements. The accompanying schedule of expenditures of federal

awards is presented for purposes of additional analysis as required by U.S. Office of
Management and Budget Circular A-133, Audits of States, Local Governmments, and Non-
Profit Organizations, and is not a required part of the basic financial statements. Such
information is the responsibility of management and was derived from and relates
Lewes  divectly to the underlying accounting and other records used to prepare the basic financial
(143 Swves Row.Sane | statements. The information has been subjected to the auditing procedures applied in the
s DE12938 audit of the Financial statements and certain additional procedures. including comparing
Te: 3026455757 and reconciling such information directly to the underlying accounting and other records
Faxi 3026451757 ysed to prepare the basic financial statements or to the basic financial slatements
themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the schedule of
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expenditures of federal awards is fairly stated, in all material respeets. in relation to the

basic financial statements as a shole.
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TOWN OF BERLIN, MARYLAND

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 36, 2013

Pass-through

Federal Grantor/Pass-through Grantos/ Federal CFDA Entity 1dentitying Total Federal
Program Title Number Numnber Award Expenditures
U.S. Department of Housing gnd Urban Develapment
Pass through program from Maryland Deparinent of
Housing and Community Development
Community Development Block Grants {State's
program and Non-Entitlesent Grants in Hawaii} [4.228 MD-12-CD-5 ) 65,500 65,500
U.S. Departtent of Agiiculture
Water and wasle disposal systems for rural
communities 10,760 1,037,350 131,927
1.S. Depariment of Horngland Security
Disaster grants - public assisstance 97.036 FEMA-4091-DR-MD 14,652 14,652
U.S. Enviroamental Protection Agency
Pass theough program from Maryland Department of
the Environment
Capitalization grants for clean water state revolving funds 66.458 WQPF11-074-24L 3,207,000 1,958,643
66.458 WOBF11-674-24L 1,500,000 1,298,692
‘Fatal U.S. Environmental Protection Agency 4,707,000 3,257,335
Total expenditures of tederal awards S 5,824,502 3,469,414

See accompanying notes 1o schedule of expenditures of federal awards.
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TOWN OF BERLIN, MARYLAND
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

JUNE 30, 2013

BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the “Schedule”) includes the
federal grant activity of the Town of Berlin, Maryland under programs of the federal government for the
year ended June 30, 2013. The information presented in this Schedule is presented in accordance with the
requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-Prefit
Organizations. Because the Schedule presents only a selected portion of the operations of the Town, it is
ot intended to and does not present the financial position, changes in net assets, or cash flows of the

Town,

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in OMB Circular A-87, Cost
Principles for State, Local, and Indian Tribal Governments, wherein certain types of expenditures are not
allowable or are limited as to reimbursement.

Pass-through entity identifying numbers are presented where available.

LOANS

For purposes of the schedule of expenditures of Federal awards, the value of Federal
expenditures in the form of loans is caleulated as the sum of the balance of loans from previous years for
which the Federal Government imposes continuing compliance requirements plus the value of new loans
received during the fiscal year.

The amouni of federal loans outstanding at June 30, 2013 with continuing compliance
requirements was $10,675,5 l6.
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE FOR
EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE REQUIRED BY OMB CIRCULAR A-133

To the Mayor and Council
Town of Berlin, Maryland

Report on Compliance for Each Major Federal Program

We have audited the Town of Berlin, Maryland’s compliance with the types of
compliance requirements described in the OMB Circular A-133 Compliance Supplement
that could have a direct and material effect on each of the Town’s major federal programs
for the year ended June 30, 2013, The Town’s major federal programs are identified in
the summary of auditors’ results section of the accompanying schedule of findings and
questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws,
regulations, contracts, and grants applicablc to its federal programs.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for ¢ach of the Town's
major federal programs based on our audit of the types of compliance requirements
veferred to above. We conducted our audit of compliance in accordance with auditing
standards generally accepted in the United States of America; the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States: and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the andit to oblain reasonable assurance about whether
nencompliance with the types of compliance requirements referred to above that counld
have a direct and material effect on a major federal prograa oceurred.  An audit includes
examining, on a test basis, evidence about the Town’s compliance with those
requirements and performing such other procedures as we considered necessary in the

circumstances.

We believe that our audit provides a reasonable basis for our opinion on
compliance for each major federal program. However, our audit does not provide a legal
determination of the Town’s compliance.




Opinion on Each Major Federal Program

In our opinion, the Town of Berlin, Maryland, complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and materiat effect on each of its
major federal programs for the year ended June 30, 2013.

Report on Internal Control Over Compliance

Management of the Town of Berlin, Maryland is responsible for establishing and maintaining
effective intemnal control over compliance with the types of compliance requircments referred to
above. In planning and performing our audit of compliance, we considered the Town’s internal control
over compliance with the types of requirements that could have a direct and material effect on a major
federal program in order to determine our auditing procedures that are appropriate in the circumstances
for the purpose of expressing an opinion on compliance for each major federal program and to test and
report on internal control over compliance in accordance with OMB Circular A-133, but not for the
purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly,
we do not express an opinion on the effectiveness of the Town's internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing their
assignied functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such that
there is a reasonable possibility that material noncompliance with a lype of compliance requirement of a
federal program will not be prevented, or detected and corrected, on a timely basis. A significan!
deficiency in internal control over compliance is a deficiency, or combination of deficiencies, in internal
control over compliance with a type of compliance requirement of a federal program that is less severe
than a material weakness in internal control over compliance, yet important enough to merit attention by

those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal conirol over
compliance that might be material weaknesses or significant deficiencies, We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified. -

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the requirements of
OMB Circular A-133. Accordingly, this report is not suifable for any other purpose.

FKS f’c‘iﬁwﬂ?wssﬁf P4 .

CERTIFIED PUBLIC ACCOUNTANTS

Salishury, Maryland
November 4, 2013
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TOWN OF BERLIN, MARYLAND
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

JUNE 30,2013

There were no findings relative to the federal award programs reported for the year ended June 30, 2012.
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TOWN OF BERLIN, MARYLAND
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 2013

Swmmnary of Audit Results

I. The auditor’s report expressed an unmodified opinion on the financial statements of the Town of
Berlin, Maryland.

One significant deficiency disclosed during the audit of the tinancial statements is reported in this
schedule. No imaterial weaknesses are reported.

I

3. No instances of noncompliance material to the financial statements of the Town of Berliin, Maryland,
which would be required to be reported in accordance with Government Auditing Siandards, were

disclosed during the audit.

3. The auditor’s report on compliance for the major federal awards programs for the Town of Berlin,
Maryland expresses an unmodified opinion on all major federal programs.

4. Audit findings that are required to be reported in accordance with Section 510(a) of OMB Circular A-
133 are reported in this schedule.

5. The program tested as a major program was;
66.458 Capitalization Grants for Clear Water State Revolving Funds
6. The threshold for distinguishing Types A and B programs was $300,000.

7. The Town of Berlin, Maryland was determined to be a low-risk auditee.

Findings—TFinancial Statements Audit

SIGNIFICANT DEFICIENCIES

drafled financial statements.

Condition - Management relies on the auditor to prepare the Anancial statements in accordance
with generally accepted accounting principles (GAAP). The financial statements are reviewed and
approved by management prior to their issuance. In addition, management relies on the auditor to
perform certain tasks such as the calculation of accrued labilities, wpdate of depreciation
schedules, and the posting of approved adjusting entries o the trial balance.

Effect — There is a danger that bitentional fraud or unintentional errors could be made and not
detected.
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TOWN OF BERLIN, MARYLAND

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
{continued)

YEAR ENDED JUNE 30, 2013

Cause - The external auditors cannot be a part of the Town’s infernal accounting controls and the
management of the Town lacks the formal training and expertise (o defermine that the financial
statements, especially the note disclosures, are in accordance with GAAP and new accounting
standards, if any, are implemented.

Recommendation — None,

Auditee’s response and planned correetive action - Management acknowledges the condition and
has evaluated the cost vs. benefit of establishing internal controls over the preparation of the
financial statements in accordance with GAAP, and has determined that it is in the best interest of
the Town to outsource this fask to its independent auditors,

Findings and questioned costs—Major Federal Awards Programs Audit

None
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